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Preface 
Laws in New Zealand provide for three social welfare income 
maintenance systems. They include the Accident Compensation Act 198Z:l, 
Cash Benefits and Guaranteed Retirement Income (1990) under the Social 
Security Act(2l 1964. 
These laws have two serious problems in forms of integrating on 
three different income maintenance systems. The first one is inequities 
and unfairnesses in treatment between illness and accident victims, 
especially in entitlements and standards of benefits or compensation. The 
second is the cost escalation of the present accident compensation 
scheme. This paper will attempt to analyse the first problem, focusing 
on how to redress distinctions in treatment between the sick and accident 
victims, and examine the directions that New Zealand’s accident 
compensation scheme will take. 
1 Out I ine 
The Accident Compensation Act ( 1 9 7 2) , the first single and 
comprehensive social insurance system in the world for al injured 
persons including visitors to the country, became effective on 1 April 
19 7 4. Consequently tort action for damages on personal injuries was 
abolished. The purpose of the scheme is to promote safety in the 
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country, and to help rehabilitation of and compensation for victims 
of accident. This system has five principles : Community Responsibility, 
Comprehensive Entitlement, Complete Rehabilitation, Real Compensation, 
and Administrative Efficiency. 
Benefits under the scheme are : costs of medical and related 
treatment, earning-related compensations, non-economic loss (lump sums), 
compensation for pecuniary loss (non-earnings), bereavement compensation. 
The accident compensation scheme takes an innovative and integrated 
approach to the problems of personal injury by accident. The Accident 
Compensation Corporation administrates the scheme, which is an 
independent agent under the Minister of Labour. The income of the 
Corporation consists of two kind of levies to the earner’s account and 
to the motor vehicle account, and government contribution to the 
supplementary account. 
The act was amended in 19 8 2 (affecting the administration and 
funding system, mainly) and the scheme faced financial difficulties. Soon 
after, the Accident Compensation Corporation was called upon to 
settle the crisis, exploration and debate began on how to reform the 
scheme. Some reports have been published reviewing and investigating 
the direction of the reformation. They are the Review by Officials 
Committee (19 8 6) 13i, the Report of the Royal Commission on Social 
Policy (1988) 1ぺReportof Law Commission ( 198 8) 151, and Report of 
Economic Development Commission (1989) 16i. 
2 Correction for Unfairness 
1 ) Injury, Disease and Ageing 
“Personal injury by accident ”means any form of damage to the 
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human system that is unexpected and not designed by the person injured. 
Current definition includes personal injury by accidents in general, mental 
consequences of any such injury or of the accident, heart attacks and 
strokes, diseases due to the nature of one’s employment, industrial 
deafness, tuberculosis, medical misadventures and personal injury in 
course of criminal conduct. The accident compensation scheme does 
compensate for “Personal injury by accident". 
Earning-related compensation is assessed on relevant earnings those 
are, usually, the normal average weekly earnings of the injured person 
at the time of the accident. Earning-related compensation is paid at 
the rate of 80 % of the loss of earning capacity. The victims have a 
one-week waiting period generally, but employees are paid for the first 
week’s wages by their employers. “Damage to the body or mind 
caused exclusively by disease, infection, or the ageing process”is not 
included in “Personal injury by accident". Sick and invalid benefits 
under the Social Security Act do cover those who are not included, 
depending on the results of a means test. This amounts to equal benefits 
to al beneficiaries. 
There is an age limit for the continued receipt of earning-related 
compensation. Earning-related compensation may, in general, be paid 
until a client reaches the age of 6 5 years, except where the injured 
earner was between the age of 60 and 65 when the accident occurred, in 
which case special provisions apply to enable payment of earning-related 
compensation for a period of five years from the date of the accident. 
After the age of 60, people who have been living in New Zealand for 
ten years may be paid Guaranteed Retirement Income (national 
superannuation). Hence some of the aged may be paid both guaranteed 
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retirement income and earning-related compensation under the accident 
compensation scheme. Of course the amounts of each payment are 
different. 
The major entitlement issue, long debated(1l, is whether diseases 
should be included in “personal injury by accident" or not. The sick had 
been provided income aids with sick and invalid benefits til 1989 under 
the Social Security Act 1964. From the viewpoint of fairness, the 
difference in the amounts of the benefits between the Accident 
Compensation and Sick and Invalid benefits should not be accepted. 
There are two unreasonable aspects about strictly distinguishing 
disease from unintentional injuries. It must be pointed out at first that 
it is difficult to medically distinguish between accident or disease in 
critical cases of so-called man-made diseases'8l such as asbest’s. Next, 
some disease victims might be able to receive damages through tort 
action under the common law systems if plaintiff succeed to prove the 
case. The frequency and degree both of injury and disease increase with 
age. Therefore they must be considered in relation to ageing. 
2) Different Nature of Three Systems 
It is said that the different origins of the three systems have 
resulted in the different benefits. The accident compensation scheme 
came from tort action for damages for personal injuries and the Social 
Security Act from the Poor Act of the nineteenth century'9l. Means tests, 
wide discretion of decision-making about benefits, and the second-class 
consciousness of beneficiaries are peculiar to the social security system. 
R. Hindle takes a critical look at the practice of social welfare and 
explains the necessity for greater openness in its administration and says 
it is“right”to apply income maintenance”． 
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Four aims of benefit can be supposed, as B. Rea mentioned<11l, 
depending on the aim of each system ：① Subsistence -to maintain 
life and health，② Belonging-something greater than subsistence, and 
meaning that everyone should be able to participate fully as a member 
of the community，③ Equality-for everyone to have the same standard 
of living as all other New Zealanders, and ④ Continuity -to be able 
to maintain the same individual standard of living as that enjoyed in 
the past. Earning-related compensation of the Accident Compensation 
Act pays 80% of the income of accident victims, but in a few exceptional 
cases the maximum amount is exceeded. These paying based on the 
fourth, or sometimes the third of the above aims. On this point, the 
Report of Royal Commission of Inquiry on Social Security ( 19 7 2) ＜ロ）
claims that the Social Security Act does not have the third of four aims 
above＜日l. Nevertheless, standard of benefits of both acts have become 
similar lately. In 1 9 7 0 s“there was a need to go beyond a basic 
minimum income", E. Hanson said<14l. 
Single Person 
Weekly earnings 
Before Tax After Tax 
while working 一一一－ －－一 ーーー ーー一一一一一一一 200.00－一一一一一一一一一一一 152.04
National superannuation 
plus wages ーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーーー－ 281.28 一一一一一一 一 一一一 200.08 
National superannuation 
by itself 苧－－－－－一一匂－－－一－一－－－－一－－－－－－－一－－一－－－－－－－一一－－－守－－－－－－－－－－－－－－－－－－ 81.28 －－－－－－－－－－－－－－守－－－ 守－－－－ 69.66 
U nem ploymen t －－－－－－－－－司－－－守－－－－－－－－－－－－－－－－－－－－－－－－－－－－－－－－－－一苧守 66.00 ------------- 56.5 8 
Sickness bebefit------------------------- 66.00 --－－－勾－－－－－－－－－－－－－ 66.00 
Accident Compensation 一－一守一司守司－－’－－－－－－－苧一一－一一一苧－一一一－－一 160.00 ・-------------126.04 
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J. Palmer explains the differences in the real amounts in each 
system <15>. This figure shows a case where a person earning two hundred 
dollars a week have a stroke, if his disease is owing to the nature of 
his employment, he can receive 126.04 dollars by accident compensation. 
Otherwise, he will receive only 6 6. 0 0 dollars sick benefit after 
qualification by a means test. If he is not able to qualify by a means 
test, and if he is incapable of earning an income, he will be paid 56. 58 
dollars as unemployment benefits. Where the accident victim is over 60 
years old, he will be paid Guaranteed Retirement Income and accident 
compensation of 195. 70 dollars. The payments differ for each system, 
because the payments are made disconnectedly, even though the same 
degree of incapacity needs the same amount of income maintenance. 
3 ) Possibility 
Despite these differences the accident compensation scheme and 
Social Security Act, have two common basic ideas －“community 
responsibility" and “comprehensive entitlement". The first key to resolve 
the problem is this shared concept(J6). In addition the accident compensation 
scheme has the idea of “real compensation" whereas social security 
stresses“need, and the degree of need as primary test and criterion of 
the help＂＜眠 TheRoyal Commission (Woodhouse Report, 1969) believed that 
compensation should not be based on needs in the sense of sustenance 
but should provide for continuity of income<1s>. This was the meaning 
of“real compensation". Setting means test aside，“real compensation" 
and “need”， as requirements for benefits are becoming closer lately, and 
are far from the description in the Maccasy Report (1972) . The meaning 
of“need”， in social security, seems to change into “something greater 
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than subsistence, because poverty has been redifined in l 9 8 Os. The 
definition of“real compensation" has been debated in relation to 
reformation in term of cost efficiency and fairness of compensation. 
Here, the Woodhouse opinion confirms that the compensation is not the 
same amount of damages that a victim can get when he win an ation. 
In the area of rehabilitation, integration has been accomplished by 
legislation of the Disabled Persons Community Welfare Act 1975. 
3 Proposals and Recommendations 
There are three large frameworks in the argument about reformation. 
The first one is the Social Security framework of the Royal Commission 
on Social Policy. The underlying tone of the April Report of the Royal 
Commission is realization of a fair society. The income maintenance 
system, the earning-related compensation under the accident compensation 
scheme and the cash benefit and guaranteed retirement income under 
Social Security Act would be unified in a new system. The level of 
accident compensation to which accident victims are entitled would be 
maintained and extended to disease. The steps mean extra government 
spending, and increased taxes, which may offset by reducing levies. 
The taxation system would have to be changed for the new system, and 
al funding would fully rely on general taxation. 
The Royal Commission has recommended 09> detailed changes for 
the extension of the scheme. These are ; Earning-related compensation 
would shift to flat rate benefits after a certain period ; benefits to a 
person in the work force would be given priority for income maintenance ; 
the seriously disabled person also would be given priority for, elimination 
of slight injuries, to distribute responsibility into the community and to 
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the individual ; discriminatory treatment between illness and accident 
would be abolished. 
Finally, the income maintenance system aims to support disabled 
persons who wish return to the job market, by providing greater 
employment opportunities. The report explains that the extension of 
accident compensation to cover other forms of disablity will require 
futher research and estimates of cost. and would be phased out in three 
stages. 
The second framework is seen in the Law Commission recommendation 
in Report No. 4（初＇）. This report also recommended the extension of 
the accident compensation scheme to cover not only accident victims but 
also certain sicknesses invalids, congenital defects, and pre-1974 disabled. 
This funding differs from that of the Royal Commission. The Law 
Commission does not recommend the full social security framework. 
The contribution from general taxation would be kept at or above the 
same proportionate level as at present, approximately 14 %. Levies to 
employers and to owners of motor vehicles remain, some other levies 
would be added, and three divided accounts would emerge. 
Periodic benefits should be earning司relatedcompensation, having no 
means test qualification, which would be payable until 65 years of age 
during incapacity. The waiting period would be two weeks rather than 
the present one week before commencement of earning-related benefits, 
and there would be a statutory obligation upon the employer to pay 
the employee injured in a work-related accident the amount equivalent 
to the benefits to cover the waiting period. Housewives and other 
non-earners would be entitled periodic benefits, and such personal 
assistance as home-help and counselling services. The report contains 
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other recommendations about safety and rehabilitation, entitlement, 
accident and incapacity, benefits, permanent disability, and income. 
The third framework is that of the Economic Development 
Commission, whose emphasis is on recovering the loss and promoting 
safety. It takes insurance way, where the A. C. C Corporation would 
be one of the agents for accident compensation claims<21). 
4 Conclusion 
The April Report presents an accurate view of the existing condition 
of New Zealand society. It faces serious problem of, inflation, decreasing 
population and workforce, and a rapidly ageing society. 
Ultimately, New Zealanders would prefer the social security 
framework though, in the near future they probably will opt for the Law 
Commission’s approach, for the disabled persons to modify the accident 
compensation scheme. Because social security way needs radical change 
of whole social systems entirely for instance taxation systems, and 
costing of great amount of time and money. The Corporation stated 
that a new general scheme will come into effect beginning 1 April 1991 
in the ACC Business Plan, 1990倒. Details are not known, but this will 
surely be a new step toward realizing fairness and social responsibility. 
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